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HIGHLIGHTS OF FEDERAL ELECTION 
CAMPAIGN ~AWS WHICH WOULD APPLY 

TO THE CANDIDACY OF 
PRESIDENT FORD 

INTRODUCTION 

This memorandum is a general outline of the most 
important features of the Federal Election Campaign Act of 
1971, as amended by the Federal Election Campaign Act Amend­
ments of 1974, (the ''Act") which would apply· to the can­
didacy of President Ford for election to the, office of 
Preside~t of the United States in 1976. 

SUMMARY 

~. What is the effect of the Act on the President's can­
didacy prior to his nomination by the 1976 Republican 
PArty National Convention? 

A. The President becomes a candidate when he 

1. qualifies as a candidate under the law of any 
State, ~ 

2. receives contributions or makes expenditures 
for the purpose of bringing about his nomin­
ation or election, ~ 

3. gives his consent for any other person to 
receive such contributions or make such 
expenditures. 

B. When the President becomes a candidate --

1. He must immediately designate a principal 
campaign committee. At this stage of the 
campaign the principal campaign committee 
must be a political committee which supports 
no candidate other than the President for any 
office. • 



2. He~must immediately designate one or more 
national or State banks as campaign deposi­
tories for use by his principal campaign 
committee and by other authorized committees. 

3. H.e must begin making periodic reports to the 
Federal Election Commission and filing copies 
of these reports with the Secretary of State 
of each State in which campaign expenditures 
are made by him or on his behalf. 

C. Finances 

1. The President may not knowingly receive 
contributions in excess of the legal,limits. 

2. Neither the President nor his authorized com­
mittees and agents may knowingly spend more 
than $10,000,000 in his campaign for nomina­
tion, nor may they spend in any one State 
more than the greater of $200,000 or 16 cents 
per member of the voting age population. 

3. If the President meets certain criteria'and 
if the funds are available, he may receive, 
on a matching basis, up to $5,000,000 from 
the United States Treasury for use in his 
campaign for nomination. One of the condi­
tions for receipt of the matching funds from 
the Treasury is that the President must raise 
$5,000 in twenty diffeTent States for a total 
of $100,000 and only contributions of $250 or 
.le~s will count toward the $5,000 per-State 
mi'nimum. 

II. What is the effect of the Act on the President's can­
didacy after his nomination by the 1976 Republican 
Party National Convention? 

A. The President must continue to have a principal 
campaign committee, one or more campaign deposi­
tories and to make required reports just as is 
required in the period prior to his nomination, 
EXCEPT that after his nomination he may, if he so 
chooses, designate the Republican National Com­
mittee as .his principal campaign committee. 
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B. Finances 

1. The President may not knowingly receive con­
tributions in excess of the legal limits. 

2. Neither the President nor his authorized 
committees and agents may spend more than 
$20,000,000 in his general election campaign, 
EXCEPT the Republican National Committee may 
spend an additional amount equal to two cents 
multiplied by the voting age population of 
the United States regardless of whether it 
has been designated as the President's prin­
cipal campaign committee. 

3. If the President meets certain criteria and 
if the funds are available, he may receive up 
to $20,000,000 from the United States Treasury 
for use in his general election campaign. 

The remainder of this memorandum is a more detailed, 
but not exhaustive, discussion of the provisions summarized 
above and certain other provisions. 

.. 
DISCUSSION 

I. Actions which will make the President a candidate with-· 
in the meaning of the Act 

In. order for the President to become a candidate 
within the meaning of the Act, no formal declaration of 
candidacy is required. For purposes ~f the Act the Presi­
dent will beco~e'a candidate for nomination for election, or 
election, to the·office of President when he 

(1) takes the action necessary under the law 
of a State to qualify himself for nomination for election, 
or election, to the office of President; or 

(2) receives contributions or makes ex­
penditures, as defined by the Act, with a view to bringing 
about his nomination for election, or election, to the 
office of President; .2.!_ 

(3) gives his consent for any other person 
to receive contributions or make expenditures, as defined by 
the Act, with a view to bringing about his nomination for 
election, or election to the office of President. 2 U.S.'C. 
§43l(b), 18 u.s.c. §5\l(b). 
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II. Mandatory designation of a principal campaign committee • 
When the President becomes a candidate within the 

meaning of the Act, he must immediately designate a poli­
tical committee to serve as his "principal campaign commit­
tee." 2 U.S.C. §432(f)(l). The principal campaign commit­
tee must have at least a chairman and a treasurer. In 
addition to whatever fund-raising and campaign administra­
tion functions which the principal campaign committee may 
perform, the Act requires that the principal campaign com­
mit tee serve as a funnel for the flow of information con­
cerning the financing of the President's campaign for nom­
ination for election, or election. All other political 
committees which support the President's campaign must 
report to the President's principal campaign committee. The 
principal campaign committee must in turn report to fhe 
Federal Election Commission and must file a copy of such 
reports with the Secretary of State of each State in which 
expenditures are made by or on behalf of the President. 

During the period preceding the President's nom­
ination for the office of President by the 1976 Republican 
Party National Convention, the President's principal cam­
paign committee must be a single-candidate political com­
mittee which supports no candidate other than the President 
for any office. After the President has been nominated for 
the office of President by the 1976 Republican Party Na­
tional Convention, his principal campaign committee may be 
either a single-candidate political committee which supports 
no candidate other than the President for any office or the 
Republican National Committee. If the President designates 
the Republican National Committee as his principal campaign 
committee after his nomination for the office of President 
by the Republic;n Party National Convention, the Republican 
National Committee may continue to support other candidates 
for other offices. 2 U.S.C. §432(f)(l). 

III. Mandatory designation of a campaign depository 

When the President becomes a candidate within the 
meaning of the Act, he must immediately designate one or 
more national or State banks as his campaign depositories, 
and be may establish one such depository in each State. The 
President's principal campaign committee and all other 
authorized committees must use these campaign depositories 
for the receipt of contributions and the making of expen~ 
ditures. 
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with the Secretary of State of the State in which the elec­
tion takes place. In the case of the Presidential candidate 
and his committees, copies of these repdrts must be filed in 
every State where an expenditure is made on the candidate's 
behalf. State laws are superseded and preempted. There­
fore, candidates for Federal office and political committees 
which support Federal candidates are not required to file 
any State reports except for the above-mentioned filing with 
the applicable Secretary of State. 

Penalty for Failure to File Report. In addition 
to a fine or imprisonment, any person who fails to file a 
required report with the Commission, or who files a report 
late, may be disqualified from becoming a candidate for 
Federal office in a future election. 

HANDLING OF FUNDS 

(See Chapter II of the Manual) 

General. Each political committee must have a 
chairman and a treasurer. The treasurer is responsible for 
keeping an account of all contributions and expenditures of 
the political committee as well as preparing and signing the 
reports filed with the Commission. The treasurer may be 
criminally liable if any of the requirements relating to 
reporting, disclosing or handling funds are violated. NO 
CONTRIBUTION OR EXPENDITURE MAY BE ACCEPTED OR MADE BY A 
POLITICAL COMMITTEE WHEN THERE IS A VACANCY IN THE POSITION 
OF CHAIRMAN OR TREASURER OF THE COMMITTEE. Every person who 
receives a contribution in excess of $10 on behalf of a 
political committee must report the contribution to the 
treasurer within 5 days after receipt or upon demand by the 
treasurer. 

Campaign Depositories. Every authorized political 
committee must maintain a checking account at a campaign 
depository (a national or State bank) designated by the 
candidate. Every unauthorized political committee must 
maintain a checking account at a campaign depository (a 
national or State bank) designated by the treasurer of such 
unauthorized political committee. Every expenditure, except 
an expenditure to person for $100 or less which may 

-12-



be made from a petty cash fund, must be made by a check 
drawn on the checking account at the campaign depository. 
All contributions received by a candidate or a political 
committee are required to be deposited in the checking ac­
count at the candidate or committee's campaign depository. 

Use of Excess Funds. If a candidate receives more 
contributions than he uses in his campaigns for nomination 
or election he may use these excess funds to defray any 
ordinary and necessary expenses incurred by him in connec­
tion with his duties as a holder of Federal office, or he 
may contribute the funds to a charitable organization de­
scribed in Section 170(c) of the Internal Revenue Code, or 
he may use the funds for any other lawful purpose. The same 
rule governs the disposition of funds received by an indi­
vidual for the purpose of supporting his activities as a 
holder of Federal office. 

FEDERAL ELECTION COMMISSION 

(See Chapter III of the Manual) 

General. The 1974 Amendments establish an inde­
pendent Federal Election Commission responsible for admin­
istering the Act. The members of the Commission have not 
yet been appointed. The people responsible for adminis-
tering the 1971 Act will continue to perform their present 
duties until the members of the Commission have been appointed. 

Powers. Among other powers, the Commission has 
the power to conduct investigations, to hold hearings, to 
issue subpoenas, to initiate, defend and appeal civil ac­
tio~s and to refer violations of the Act (including viola­
tions of criminal laws) to the Attorney General. 

Advisory Opinions. The Commission must issue 
advisory opinions on the legality of a specific transaction 
or activity upon the request of any individual holding 
Federal office, any candidate for Federal office or any 
political committee. Such requests must be made public by 
the Commission. If a person for whom an advisory opinion 
has been rendered acts in good faith in accordance with the 
opinion, he will be presumed to be in compliance with the 
Act. If a question arises concerning any of the provisions 
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of the Act, an advisory opinion should be sought from the 
Commission. The person requesting sue~ aq o~inion shpuld 
not do anything until the Commission gives its approval 
through an advisory opinion. 

Judicial Review. The Commission's acts are sub­
ject to judicial review on the initiative of a person 
aggrieved by a particular act of the Commission. An action 
testing the constitutionality of the Act may be initiated by 
the Commission, the national committee of a political party 
or any individual eligible to vote in a Presidential elec­
tion. Judicial actions reviewing acts of the Commission or 
testing the constitutionality of the Act must be expedited 
by the appropriate courts. 

Regulations. The Commission is required to issue 
regulations, but any Gegulations proposed by it must be 
submitted to Congre~s prior to promulgation and may be 
vetoed by Congress within 30 legislative days after receipt. 

Enforcement. The'Commission has the authority to 
conduct investigations, which must be performed expeditiously, 
and to use its civil enforcement powers, as well as informal 
methods of persuasion such as conferences, in attempting to 
correct a violation. It may also report any violations of 
criminal laws to the Attorney General for criminal prosecution. 

MISCELLANEOUS PROVISIONS 

(See Chapter IV of the Manual) 

Statute of Limitations. The statute of limita­
tions for initiating prosecutions for violation of th~ Act 
is three years from the date of the violation. 

Use of Frank. It is illegal to use mailings under 
the frank for the purpose of soliciting campaign contribu­
tions. 

Honorariums. Federal officers and employees 
(among oth~rs, Senators, Representatives, Delegates and 
Resident Commissioners) may not accept an honorarium in 
excess of $1,000, plu~ trav~l and subsistence expenses, or 
more than $15,000 total l1onorariums in any calendar year. 
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Fraudulent Misrepresentation. Fraudently misrep­
resenting one's campaign authority is illegal. 

Repeal of Limitation. The Campaign Communications 
Reform Act, which imposed limitations on media expenditures 
by candidates, has been repealed. 

No Tax Deduction for Ads in Convention Programs. 
The tax deduction for advertising in a national political 
party convention program has been repealed. 

Political Activities of State and Local Employees. 
State and local officers and employees, whose principal 
employment is in connection with an activity which is fi­
nanced in whole or in part by loans or grants made by the 
Federal government, are no longer prohibited from general 
participation in political campaigns unless there is a State 
law prohibiting such activity. Exc~pt for elected officials 
and certain other specifically excepted individuals, however, 
·State and local officers and employees are still prohibited 
from actually running for election to Federal office, unless 
all candidates in the election are non-partisan. 

Separate Segregated Funds. Corporations and labor 
organizations, including government contractors, may estab­
lish, administer and solicit voluntary contributions to 
separate segregated funds to be utilized for political 
purposes. 

Effect on State Law. The limitations on contri­
butions and expenditures and the provisions dealing with 
reporting, disclosing and h~ndling campaign funds supersede 
and preempt any provision of State law with respect to 
election to Federil office. State laws which purport to 
regulate contributions and expenditures in campaigns for 
Federal office are no longer valid. Furthermore, the only 
reports which a candidate for Federal office must file with 
a State are the reports required by the Act to be filed with 
the Secretary of State in each State in which a Federal 
election takes place. 
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PUBLIC FINANCING 

(See Chapter V of the Manual) 

General. The public financing aspects of the 1974 
Amendments to the Act are not applicable to Congressional 
elections, but do provide for the total public financing of 
Presidential general election campaigns and Presidential 
nominating conventions and the partial public financing of 
Presidential primary campaigns. The money for this program 
will come entirely from the Presidential Election Campaign 
Fund (the "Fund"). The Fund receives its money solely from 
taxpayers who designa~e one dollar of their tax payment (two 
dollars on a joint return) to go into the Fund. This system, 
which was in existence prior to the enactment of the 1974 
Amendments, is popularly known as the checkoff system. The 
money in the Fund will be used for public financing of Presi­
dential primary and general elections and national nomina­
ting conventions. 

Presidential Nominating Conventions. The national 
committee of a major party is entitled to $2,000,000 from 
the Fund in order to defray the expenses of its Presidential 
nominating convention. The national committee is not re­
quired to accept this money but may choose to raise its own 
funds privately. However, if it chooses to use private 
financing, it is still limited to spending $2,000,000. The 
$2,000,000 limit will be increased on a yearly basis to 
reflect increases in the Consumer Price Index. (This in­
crease is similar to the increase in the spending limits on 
candidates mentioned earlier in this pamphlet.) 

The Commission is authorized by the Act to prornul~ 

gate rules and regulations defining expenses which may be 
incurred by a national committee in conducting its con­
vention. 

The national committee of a minor party may also 
elect to use public financing for its convention, but it is 
entitled only to a percentage of the major party entitle­
ment. The minor party may raise the remainder up to the 
major party entitlement through private contributions. The 
percentage is based on the percentage of the popular vote 
received by the minor party candidate in the previous Presi­
dential election. 
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Financing of national nominating conventions has 
priority over financing of the Presidential general election 
and Presidential primaries in the event the Fund does not 
have sufficient money to finance fully all of its obligations. 

Presidential General Election Campaigns. Candi­
dates for President may choose to finance publicly their 
Presidential general election campaigns. These moneys are 
paid out of the Fund to the candidates. Major party candi­
dates are entitled to $20,000,000, the applicable expendi­
ture limitation (subject to yearly increases based on the 
Consumer Price Index). If a candidate elects to fund his 
campaign privately, he is, nevertheless, subject to the 
applicable contribution and expenditure limitations. Also, 
a candidate must either totally accept public financing or 
totally reject it. He cannot use partial public financing, 
unless the Fund does not have sufficient money available to 
give him his full entitlement. In that case, the candidate 
is permitted to raise the remainder from private sources and 
is alloted a 20 percent exemption for fund-raising costs. 

A minor party Presidential candidate is also en­
titled to public funds to defray his qualified campaign 
expenses incurred in the general election campaign. Such a 
candidate will not receive the full amount paid to the major 
party candidate but rather a percentage thereof based on 
the popular vote received by the minor party's candidate in 
the preceding Presidential general election. A candidate of 
a new or minor party may receive a partial reimbursement 
after the election if he receives over 5% of the popular 
vote in the general election. 

If the· Fund does not have sufficient money to 
provide public financing to all of the candidates who choose 
public financing, the Secretary of the Treasury, who dis­
burses the money after cert~f ication by the Commission, will 
distribute the money on a pro rata basis. The Presidential 
general election is next in line for public funding after 
the nominating convention. The general election must be 
completely funded before moneys are disbursed for Presiden­
tial primary campaigns. 

Presidential Primary Campaigns. The public fund­
ing of Presidential primary campaign expenses is basically a 
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matching program. Before a candidate qualifies for any' 
money from the Fund, he must declare his candidacy and then 
raise $100,000 by means of private contributions (sometimes 
called the "threshold requirement"). ffhis $10Q,OOO must be 
raised by contributions of $5,000 or more from at least 
twenty states and only contributions of $250 or less will be 
counted in totaling the qualifying figure. 

After the candidate has qualified, the threshold 
requirement and each succeeding contribution of $250 or less 
to the candidate will be matched by a similar contribution 
from the Fund. During this period, a candidate may accept 
contributions of up to $1000 from individuals and up to 
$5,000 from multi-candidate political committees, but only 
the first $250 will be matched with public funds. Only 
money raised after January 1, 1975 will count in determining 
the qualifying figure or will be matched by dollars from the 
Fund. 

The maximum that a Presidential candidate may 
spend in def raying expenses incurred for his primary cam­
paign is $10,000,000 (subject to annual adjustments based on 
increases iti the Consumer Price Index). Furthermore, he may 
not spend in any one State more than twice the expenditure 
limitation imposed on a candidate for Senator from that 
State. Half of the $10,000,000 limit ($5,000,000) may be 
re~eived from the Fund. Also, a candidate is accorded a 20 
percent fund-raising allowance for the money which he must 
ra{se privately. Therefore, he may spend an additional 
$1,000,000 (20 percent of $5,000,000) to defray his fund­
raising costs. 

The Presidential primaries have the lowest prior­
ity if the Fund does not have sufficient money to finance . 
totally the nominating conventions, the general election and; 
the primaries. Once allowance has been made for the nomin- ! 

ating convention and the general election expenses, then 
money in the Fund will be supplied to the qualified primary 
candidates. A candidate may elect not to seek any public 
funds for his primary campaigns. In such a case he may 
raise his money through private contributions, but he will 
be limited to spending $10,000,000 and his fund-raising 
exemption will be $2,000,000. 
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Commission Supervision. The Commission is the 
watchdog over the use of public money for all of the above 
public financing functions. rt will perform examinations 
and audits to make certain that the political parties and 
candidates have used the public funds to defray expenses 
which were properly incurred. It will also promulgate 
regulations to define what are qualified campaign expenses 
and qualified convention expenses. 

Political parties and candidates have further 
reporting requirements under the public financing provi­
sions, and criminal penalties may be imposed on persons who 
use public money for unauthorized purposes. 

Disbursement of Funds. Public funds for financing 
national nominating conventions of political parties will 
not be disbursed prior to July 1, 1975. Money for financing 
Presidential primaries and Presidential general elections 
will not be disbursed prior to January 1, 1976. 
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FEDERAL TAX CONSIDERATIONS 

Under the new tax regulations, all political organizations 
with taxable income of over $100 must file an 1120 corporatio'n 
tax return and pay any taxes due. IRS rulings specifically 
rrention three kinds of income which are taxable to political 
organizations: (1) inter~st, (2) dividends, (3) net gains from 
the sale of appreciated property sold after August 1, 1973. The 
only other kind of 'incrime which is taxable to a political 
organization is business income which is obviously unrelated 
to politics (i.e., rehtal income, etc). The law specifically 
allows each political organization a $100 exemption from thes~ 
forms of inco~e. Thus, those political organizations which 
have income from the sources mentioned above totaling $100 
or less do not have to file tax returns or pay taxes. The 
other important provisions in the new tax laws affecting 
political organizations are as follows: 

1. Effective May 7, 1974, the $3,000 gift tax limit 
no longer applies to political contributions. 

2. Beginning with the 1975 calendar year, the amount 
of political contributions (including contributions to 
a newsletter fund established by an individual who holds, 
has been elected to, or is a candidate for public office) 
which can be deducted on federal income tax returns has 
been increased to: $50 credit or $200 deduction on joint 
returns and $25 credit or $100 deduction on individual 
returns. 

3. Section 276C of the IRS Code has bee~ repealed. Thus, 
corporations are no longer allowed a tax deduction for~ 
advertising in convention programs of national political 
conventions. 
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